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Our index of urban foreclo- 
- \OM~} am, A J7o sures continued its drop, reaching the 
| lowest point since 1928. 
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EXPLANATION OF THE CHARTS Real estate bonds increased 
| The charts above show booms and depressions in real estate 
from 1870 to the present. The large black areas above the in price and new mortgages on real es- 
line represent the real estate booms and the black area 
below the line represent the real estate p Parte : tate increased in volume. 
The level of residential rents,indicated by the dotted red 
line, is charted,not as a percentage above or below a nor- General bus iness is again im- 
mal line,but as an index (1926-100) from the bottom of the 
chart and is read on the right hand scale, as is the index proving, but real estate and construc- 
of the number of foreclosures per month per 100,000 fami- 
lies, shown by the solid red line. The lower chart is the tion is showing a still more favorable 


last six years of the upper chart enlarged to show monthly 


| fluctuations. comparison with a year ago. 
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F.H.A. PROGRAM STILL GAINING GROUND 
HE four charts above show how rapidly the FHA program is. still gain- 
ing. The two top charts show, in dollars, mortgages selected for ap- 
praisal, the first step in an FHA loan; and mortgages accepted for in- 
surance, the last step. The rises in the first chart naturally precede and 
forecast to some extent the rises in the second. The second chart has some 
forecasting value for new building as the greater percentage of FHA loans 
is for small residences to be built. 
The two bottom charts show the percentage gains in comparison 
with a year ago. 
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RESIDENTIAL CONSTRUCTION COSTS 
IN PRINCIPAL CITIES 


N pages 1054 to 1057 in this report the fluctuations in the cost of 
()psttaine a six room frame house are shown for sixty-four of the prin- 

cipal cities of the United States. These charts are computed from 
the material accumulated by the Federal Home Loan Bank Board. On the chart 
for each city the average building cost for 1936 was considered as 100. 
The red curve on each chart shows the average of the sixty-four cities for 
comparative purposes. 


The standard house which it used contains approximately 24,000 
cubic feet. It consists of a living room, dining room, kitchen and lava- 
tory on the first floor; three bedrooms and bath on the second floor. The 
exterior is wide board siding with brick and stucco as features of design. 
The best quality materials and workmanship are used throughout. The house 
is not completely ready for occupancy. It includes all fundamental struc- 
tural elements; an attached one car garage, an unfinished cellar, and un- 
finished attic, a fireplace, essential heating, plumbing and electric wir- 
ing equipment, and complete insulation. It does not include wall paper nor 
other wall or ceiling finish on interior plastered surfaces, lighting fix- 
tures, refrigerators, water heaters, ranges, screens,weather stripping nor 
window shades. The reported costs include, in addition to material and 
labor costs, compensation insurance,an allowance for contractor's overhead 
and transportation of materials, plus ten per cent for the builder's prof- 
it. The costs do not include the cost of the land, nor surveying the land, 
the cost of planting the lot, nor providing walks and driveways. They do 
not include the architect's fees, the cost of the building permit, financ- 
ing charges, nor sales cost. 


The foundation of the building cost index is a standard specifi- 
cation sheet covering about one hundred and ten material items and nine 
major labor groups used in the construction of a small house. All essen- 
tial materials are listed on these specification sheets to make the index 
reflect actual costs of small house construction, but some mtnor materials 
whose fluctuations are mirrored by more general groups have been omitted 
in order that the collection might not become too cumbersome. 


Using these specification sheets, the field men of the construc- 
tion division of the Home Owners! Loan Corporation, most of whom have had 
actual experience in residential building or cost estimating, collect the 
necessary data from the same group of contractors and operative builders 
exactly as though the standard house actually were to be built. Thus the 
index reflects the cost of materials to the builder delivered at the site 
and the wages actually paid. 


One limitation to which attention should be called is the fact 
that the same plans and specifications have been used in each city, in 
spite of the fact that the standard house might not be the typical house 
in that community. A heating plant, for instance, was figured in Birming- 
ham as well as in Boston, although a large percentage of the homes built 
tin many southern cities do not contain a heating plant. 
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WHY BUILDING WAGES MUST RISE 


N 1933 the Real Estate Analyst forecast the increases in labor costs 
es started in the ensuing few months and continued up to September of 

1937. We think the drop which started last September is over, and that 
costs will again advance. 


There are two reasons why building wages are necessarily high in 
comparison with other trades requiring equal skill. The first is that 
building employment is so highly seasonal that a higher hourly rate is 
necessary to pay an adequate annual wage, and the second that the larger 
part of the skilled workers are now employed, with a shortage probable as 
soon as new building gains a little more momentum. In order to make this 
clear it is necessary first to explain the chart on the opposite page. 


On this chart we have shown estimated employment and unemploy- 
ment in private building from January, 1925, to the present. The black 
bars show the number of persons employed in private building month by 
month, while the red bars show those unemployed on regular jobs. The red 
bars do not necessarily indicate men who are now unemployed in the strict 
sense, as included in these figures are all those working on emergency 
work, and also many who were formerly employed in the building industry 
but who are now incapacitated or too old to work. It will be noticed that 
above the black bars for the years 1925 through 1928 there is an addition- 
al amount shaded in grey. This addition indicates a shortage of workers 
at that time, which was compensated for by overtime work on the part of 
those available. Had hours’ been limited to those regularly worked, it 
would have taken the additional number of men indicated to handle the con- 
struction which was done in those months. 


The first surprising thing shown by this chart is the amount of 
unemployment at the top of the building boom in 1925-1928. (It will be 
noticed that there were about 650,000 unemployed in January,1926, in spite 
of the fact that there was a great shortage of workers in the preceding 
and following summer.) The seasonal nature of building is unfortunate but 
apparently very hard to correct if it existed to this extent in years when 
there was a shortage of workers. 


At first glance it would seem that the four hundred thousand not 
employed on regular jobs at the present time would be amply sufficient to 
take care of any increase in building volume. A breakdown of this group, 
however, indicates that it is made up to 4a large extent of the unskilled 
and semi-skilled workers. In our opinion, an increase in building volume 
will be accompanied by an increase in labor costs. 


Any chart of the type we have shown here must necessarily depend 
on much fragmentary data which we have pieced together as best we could, 
with, we think, substantial accuracy. The sources of the material we have 
used include the United States Census, the National Resources Committee, 
the Bureau of Labor Statistics, the National Industrial Conference Board, 
the F. W. Dodge Corporation, the Unemployment Survey of 1937, and many 
other miscellaneous studies. 
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REAL ESTATE TRANSFERS IN PRINCIPAL CITIES 
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The dashed line shows 
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Se | 1 years. The figure for 
July, which is the last 
figure available, showed 
a continuation of the 
downward trend. It is 25.4% below the level of a year ago, 60.3% below the 
peak of 1935, and 62.7% below the all-time peak of 1933. 
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fice and hotel building bonds. The trend of both office building and 

hotel building bonds has turned upward during the last few months. The 
buildings used are only those on which quotations can be secured monthly. 
The office building list includes the following: Broadway Motors, Bryant 
Park, Bush Terminal, Carbide and Carbon, Chesebrough, Chrysler, Cleveland 
Terminal, Equitable (N. Y.), Graybar, Grant, Liggett, One LaSalle Street, 
Postum, Textile, Wanamaker (Phila.), Woodbridge. The hotel list includes 
the following: Bowman-Biltmore, Eastern Ambassador Hotel, Eppley Hotels, 
George Washington Hotels,Hotel Lexington, Hotel Sherman, Hotel St. George, 
a Bod LaSalle Hotel, Lord Baltimore, National Hotel of Cuba, Palace Hotel (San 
Francisco),Park Central Hotel, Pitts Hotel, Savoy-Plaza, Sevilla-Biltmore, 
Sherry-Netherland, Stevens Hotel, Waldorf-Astoria. 


ik chart above shows the average fluctuations in the bid prices of of- 
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